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1977 1978 Estimate 
1979 


INCOME PRODUCTION EMPLOYMENT 


GNP at current prices 12786** 14255** : 15700** 
GNP at constant (1965-66) prices 5228 5149¢ 5063* 
Per capita GNP, current prices (March) 4097 4556 5020* 
Plant and Equipment Investment (March) 3562** 3740* 3562** 
Personal Income (March) 12270 14040 ; 15830** 
Indices: (Base 1965-66 = 1000) (March) 

Industrial Production 1643 1405 ‘ 1453* 

Average Labor Productivity 1159 1151 1168* 

Average Industrial Wage (December) 1373 1401* ; 2911* 
Labor Force (0000's) (June) 1194 1230 1320¢ 
Average Unemployment Rate (%) (June) (1) 0.8 Se - 2.4 


MONEY AND PRICES 


Money Supply (March) (M1) 1690 
Commercial Bank Overdraft Interest 

Rates (%) (March) 
Indices: (Base 1958 = 1000) 

(2) Wholesale Price (March) 3107 

Retail Sales (Dec. gtr 1974 = 1000) 

942 
(March) 


Ie2 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 

(March) 
External Public Debt 2800* 
Annual Debt Service 540 
Basic Balance (March) (3) : N/A 
Balance of Trade (March) ; 397 .5*** 
Exports FOB (March) 3457* 

US Share 377* 
Imports CIF 33s7i* 

US Share 481* 


LL30* 


* Embassy Estimate ** New Zealand Institute of Economic Research Estimate 
**x* Invisibles should rise about 8% for a current account balance of -602. 


(1) Includes those on special Government work 

(2)The Wholesale Price Index has now been replaced by the General Price Index 
as from June 1978. Suitable comparisons are not practical. 

(3)Basic balance = Balance on current account plus capital account balance. 

g Statistics Department Estimate # Reserve Bank Estimate 





SUMMARY 


The New Zealand economy continues to suffer its 
worst recession since the 1930s. Although stimulative monetary 
and fiscal measures instituted by the Government over the past 
year should cause an upturn in the level of domestic activity 
and business confidence towards the end of the year, the long 
term picture remains cloudy. 


OVERVIEW 


After experiencing this year the worst economic 
recession this country has suffered since the 1930s, the 
New Zealand economy appears marginally brighter towards the 
end of the year, although the long term picture remains cloudy. 
A stimulative monetary and fiscal policy begun by the Government 
in October 1977 and reinforced in the FY.79 budget announced 
June lst should have its major impact in the closing quarter of 
this year. At that time the increased liquidity already 
apparent in the economy will be reinforced by the effect of 
wide ranging tax cuts and direct subsidy payments to farmers. 
The fundamental imbalance in the external account continues, 
however, and most observers agree that the upturn expected in 
late 1978 will probably generate a rise in imports. The 
resulting pressure on the balance of payments will then make 
a more restrictive Government monetary and fiscal policy 
inevitable. With national elections scheduled for November 
of this year, the Government in power should also be politically 
secure enough to tighten the screws once again early in the 
year should that prove necessary. 


Recently announced balance of payments figures 
illustrate graphically the continuing problem faced by this 
country. 





Year ended July Month of July 
(NZ$ million) 1977 1978 1977 1978 


Export Receipts 3,373.6 3,429.9 289.5 300.8 
Government Import Payments 159.9 175.8 18.6 21.5 
Private Import Payments 2,989.7 2,833.9 237.2 247.5 


Balance on Trade 
Transactions 

Balance on Invisible 
Transactions 


+224.0 +420. 433.7 32.7 
-714.0 “925 « -74.7 -88.6 


Current Account Balance -490.0 -504. -41.0 -56.9 
Capital Account Balance +334.9 +668. +16.7 -19.8 
IMF Transactions (incl. 
+ 90.7 --°= a6 - - 1. 
SDRs) 50.7 16 8 
CHANGE IN OFFICIAL 
OVERSEAS RESERVES 


Figures on page 2 have been given on a March year basis to maintain 
uniformity and facilitate comparison with earlier Trends Reports. 


As is readily apparent from the above figures, New Zealand's 
problem is not trade but the invisibles side of the account. Debt 
servicing (public and private), international transport of goods 
and overseas travel have all contributed heavily to the sharp rise 
in invisible payments. Invisible costs have risen at an annual 
rate of between 30% and 50% in recent years with little sign that 
the gap will be reduced much below 20% in the near future. 

Whether or not export earnings can be increased to finance this 
deficit, which one analyst estimates will reach $2 billion within 
five years, is unclear. Great difficulties exist in raising 
present agricultural production markedly and the outlook for a 
substantial rise in manufactured exports which constitute about 
20% of export receipts, is at best unclear. 


*Figure has been rounded 





CURRENT ECONOMIC SITUATION AND TRENDS 


Agricultural Export Outlook 


1978 Agricultural Export Earnings Up 


Favorable export markets for New Zealand beef are 
expected to continue through the remainder of 1978. The 
enlarged U.S. quota for beef along with the higher price 
level could boost New Zealand earnings by around $100 million 
over last year. Although lamb slaughter during the 1977/78 
(October-September) marketing year is now projected to be 
900,000 head above last year, supplies available for export 
will be about equal due to the lower slaughter weights. Export 
prices for both beef and lamb are currently at higher levels 
than a year ago. 


Wool production for 1978 will be less than previously 
predicted and 1978 earnings will be slightly lower than in 1977. 
However, export earnings may improve as the new season is 
beginning with a slightly firmer market due to lower international 
stocks. 


Dairy production through the first half of 1978 was 
25 percent less than last year. However, production during 
the remainder of 1978 should be near normal. This combined 
with more favorable export prices should give New Zealand export 
earnings about as much as in 1977. 


SUMMARY CHANGE 
1978 versus 1977 


(millions of $) 


Lamb +15 
Beef and Veal +100 
Dairy -25 
Wool -30 





Manufactured and Forest Products 


Exports of manufactured products are expected to 
continue to grow but at a slower rate than in the past. Four 
percent for the 1977/78 year and 8% for the following trade 
year appear to be reasonable estimates. Much effort is presently 
being expended to move toward the U.S. West Coast market but 
how successful this "Export Year" drive will be is very much 
an open question. Results of New Zealand's first trade show to 
be held in the U.S. in October will be a useful barometer. 


Forestry exports for 1977/78 grew 8% but a lengthy 
labor dispute at a key plant is estimated to have cost $28 million 
in lost export earnings. One disturbing factor on the scene is 
the planned development of a new competing newsprint mill in 
Australia which is due to begin production in mid-1981. To 
counter this, New Zealand will need to develop new markets, 
most probably in the ASEAN countries. 


Domestic Economy 


1977/78 will be recorded as a year of general downturn 
in most séctors of the domestic economy. Total manufacturing 
production is estimated to have fallen 14.5% during the 1977/78 
March year. Although the decline appears to have been arrested 
for the remainder of the year and business confidence has risen 
appreciably, the long term outlook remains uncertain. Excess 
capacity still exists in many areas, although increased pre- 
election liquidity in the economy has spurred demand for some 
consumer items. Governmental payments to farmers, total 
wage increases of about 14% and substantial tax cuts should 
hold the decline in demand in most areas and spur it in others. 

A 3.4% rise in output in 1978 over 1977 is a reasonable estimate, 
although it must be emphasized that the 1977 level itself was 
markedly down. Company profits have correspondingly been under 
pressure in the current recession and have just about kept pace 
with inflation at 12%. There appears to be little inclination by 
business to take on new investment programs until existing 
surplus capacity is more committed and a sustained consumer 
upswing is more certain. 





Monetary and Fiscal Policy 


_The Government has continued to be caught between 
the horns of the New Zealand variant of the now classical 
stagflation dilemma. Tight monetary and fiscal policy, such as 
practiced in early 1977, can throttle the economy to such an 
extent as to inflict major harm. It is clear that this has been 
a major concern of Government in recent months and expansionary 
moves, such as cash payments to farmers and lower tax rates for 
all, must be seen in this light and not just as pre-election largess 
as the cynics would have one believe. 


Under the 1978/79 Government Budget total expenditure is 
expected to increase by 16.5% to $6605 million. Taxation and other 
receipts are expected to rise 11.7% to $5555 million, leaving an 
estimated $1050 million deficit before borrowing. The actual 
deficit in 1977/78 was $694 million compared with the original 1977 
budgeted figure of $382 million. 


The Government is also aware, however, that any kind 
of boom generated by expansionary moves can bring equally 
unacceptable pressure on the balance of payments, not to mention 
a rise in domestic inflation (although the rate of inflation is 
dropping, at 10.5% it is still among the highest in the OECD area). 
This problem has clearly begun to trouble Government in the latter 
part of the year, as business confidence rises and consumption 
moves up. As a result, the Prime Minister has tightened monetary 
policy a bit in recent weeks by signalling to the banks that 
Government sees a growth of private sector credit of 10-15%, ona 
March 1978 base, as appropriate, but that measures will be taken to 
shut off any increase beyond that. To mop up some of the increased 
liquidity presently evident, the Government has also tightened 
reserve assets ratio control, increased the requirement of the 
finance companies to invest in Government loans and increased the 
attractiveness of the Government loans to investors as a whole by 
lifting interest rates to 9% for a 12 month period. In short, the 
Prime Minister has blocked an easy money situation before it 
developed. 


Employment and Emigration 


Historically high levels of unemployment and emigration 
continue to be issues of concern to a wide range of the population. 
During July for example, unemployment continued to rise with 26,307 
registered unemployed and 19,331 on special work schemes. This total 
of 45,638 represents 3.8 percent of the 1.2 million work force. 
Christchurch and Wellington appear particularly hard hit. 





Net permanent emigration was running at 26,708 during 
the March 1978 year. Combined with a reduced natural 
population increase this brings the country close to zero 
population growth. The emigration flow may well have long term 
consequences for the economy. While clearly easing the 
unemployment problem, it will also result in a loss of skilled 
labor resources as these are the groups leaving. In addition, 
emigration levels of this magnitude will further reduce the demand 
for housing, already a badly depressed area. Although emigration 
figures may have peaked in January of this year, there are no 
signs of the outflow dropping substantially in the immediate future. 


Devaluation a Prospect? 


Commentators and economists continue to discuss the 
possibility of a devaluation of the New Zealand dollar, coupled 
with restructuring of import and price controls, to encourage a 
shift of productive resources from domestic consumption to 
exports. This is, however, as much a political decision as an 
economic one, and in this regard there are few pundits who will 
hazard a guess as to future Governmental action. If a decision 
to devalue is made, early 1979 might be a possible date. 


IMPLICATIONS FOR UNITED STATES TRADE 


Export Opportunities for US Products Remain 


The decline in the volume of imports into New Zealand 
over recent months reflects the depressed level of economic 
activity; there is little likelihood of a sharp reversal of that 
trend in the short term. However, as New Zealand restructures its 
agricultural, industrial, and service sectors, the USA - as a major 
supplier of industrial machinery and components, sophisticated 
instruments and other high-technology labor-saving equipment - can 
be expected to remain one of New Zealand's principal suppliers. 
The New Zealand Government's determined efforts to strengthen the 
country's export performance augur well for American suppliers of 
machinery for both the agricultural and the fledgling industrial 
sectors. Equipment for the rationalization of the food industry, 
including processing and packaging, and for the fishing industry 
will be in increasing demand over the next few years. Renewed 
expansion in the forest industries can be anticipated around the 
turn of the decade. Industries based on natural gas will be 
founded or expanded as the Maui gas field comes on-stream. 





The first example of this has been announced with the Government 
owned Petroleum Corporation planning to develop a plant producing 
ammonia and urea, using natural gas as a feedstock. The plant 
costing $NZ60 million would be capable of producing 90,000 

tonnes of ammonia which would be subsequently converted into 
urea, yielding 160,000 tonnes. Construction will take two and 

a half years. 


Government is the largest single business in New Zealand 
by far. Agencies such as the New Zealand Railways, the Post Office 
(which operates the postal, telephone, telegraph, and telex systems), 
the Departments of Education and Health, and the Ministry of 
Energy (national electricity system, mining) will continue to be 
major consumers of everything from shunting engines to turbines to 
microwave communications systems to school books to gauze bandages. 
Plans are at various stages of development for the design and 
construction of a number of small hydro generating stations to 
supplement the national electricity supply at crucial times and 
places. Hospital equipment will be upgraded on a major scale in 
the coming years, and the telephone switching system is being 
improved slowly but surely. In addition, a new geothermal power 
station is planned at Broadlands, and a number of small combined 
cycle power stations will be built in the Auckland area over the 
next several years. Government also has significant holdings in 
several New Zealand corporations including the principal airline, 
one of the major forest products firms, the largest bank, etc. 
Government's influence, direct or indirect, is felt throughout 
the economy. 


Among the largest growth fields for American exporters 
will be computers and peripheral equipment, and business equipment 
and systems. The recently-concluded "Am-Tech '78" exhibition 
in Wellington featured U.S. equipment in these two product 
categories, and the exhibition's results clearly demonstrate that 
even in the midst of economic downturn substantial markets for 
high-technology products still exist in New Zealand. The 18 
exhibitors sold $730,000 of equipment "off-the-floor" and fore- 
cast another $5 million in sales over the 12 months following the 
exhibition. 


Other export promotion events planned for New Zealand 
over the coming months will feature U.S. made communications 
equipment, machine tools, equipment for the forest and forest 
products industries, computers, equipment for the fishing, fish 
processing and packaging industries, auto repair and test equipment, 
plastics industry equipment and printing and graphic arts equipment. 


Commerce Department District Offices will have full details 
on these events which will take the form of trade missions, catalog 
shows, videotape presentations and/or exhibitions. 





Exporters Need to Pay Attention to New Zealand Market Conditions 


For the most part, the New Zealand tariff applies 
equally to all countries. Canada enjoys preferences on a very 
few items, the U.K. continues to enjoy a preference on auto- 
mobiles, and Australia enjoys substantial preferences on a wide 
range of products under the terms of the NAFTA (New Zealand- 
Australia Free Trade Agreement). Apart from these, for those 
goods which the U.S. exports to New Zealand, tariffs apply 
equally to all suppliers. 


New Zealand's import licensing system has been in 
force since 1938. As a general rule, it restricts and sometimes 
prevents imports of goods when a comparable product is being 
made (or could be made) in New Zealand. The effect of the 
licensing system in recent years has been to reduce year-by- 
year the volume of licenseable products which can be imported. 
Detailed information on the import licensing system is available 
through the Commerce Department District Offices. Firms whose 
products are subject to licensing (including a vast range of 
consumer goods manufacturers) will probably have considerable 
difficulty in exporting their products to New Zealand. However, 
in such cases U.S. manufacturers should give thought to licensing 
their products for manufacture in New Zealand. 


New Zealand welcomes foreign investments which will 
serve the country's national economic interests. Especially 
welcome are manufacturing investments involving local partners 
which will introduce new technologies into the country and 
generate new export revenues. Investments involving 25% or more 
overseas equity are subject to prior evaluation by the Government. 


Would-be foreign suppliers to or investors in New Zealand 
should keep the Government's earnest desire for increased foreign 
exchange revenues in mind when approaching the New Zealand market. 
Propositions where import licensing or review of investment proposals 
apply can be significantly sweetened if they include provisions 
which will otherwise strengthen New Zealand industries. Investments 
for the sole sake of profits to overseas parties will be frowned upon. 
New Zealand is not a large market but it can be a good one for the 
right supplier with the right product on the right terms. In many 
product lines, it can also be the avenue into the larger Australian 
market through licensing for manufacture by a New Zealand partner. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 


U.S. GOVERNMENT PRINTING OFFICE 1978—281-058/38 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively 
to identify overall foreign trade trends in manufactured goods and 
to compare your own performance in world markets with that of 
other traders. 


MARKET SHARE REPORTS give detailed commodity and country 
breakdowns and easy-to-reference comparative trade figures for the 
U.S. and other major suppliers. And the five-year spread of data on 
trade in nearly 900 commodities gives a precise picture of changing 
levels of import demand and shifts in the relative competitive posi- Federal 


tions of exporting countries. a 


Germany 
MARKET SHARE REPORTS for 1972-1976 are offered in two 
series— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 


885 Commodity Reports—with data on exports from the U.S. and 
13 other major exporting countries. $3.25 each. 
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Springfield, Virginia 22161 











